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I, introduction

On March 15, 1993, the Casino Control ComEii**ion

( "Commission.* )
issued a oaeino license and a casino hotel alcoholic

baverage {"CHAB") license to Trump Taj Mahal Associates (*TTKA"),

effective April 26, 1993, and through March 31, 1995. nm

operate* a casino hotel facility with a 42-^tcry hotel tovcr

containing 1,250 guest rooms on 17 acres of land located at

Virginia Avenue and the Boardwalk, Atlantic City, New Jersey.

In accordance with the Casino Control Act ("Act'},

5*12-1 at asa., TTMA has applied to the Cormaisiion for the renewal

o£ its casino and CHAB licenses. UjJUS^Aj. 5*12-60 *t 232’ Tlie

Division o£ Gaming Enforcement ( ‘Division* )
ha* maintained an

ongoing investigation of TTMA and the areas related to itfl

continued qualification. HjulJiLiAr 5 1 12-7 6 j &uJtS .A-*.

aSL3. 111110 B£l8 forth the ' reault8 o£ th8 Divi3lon ' 8

investigation and summarizes significant developments during the

last two years

.
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II. GKKKHAL INFORMATION

a. Minima

On March 29, 1990, effeativo on April 26, 1990, TTKA was

issued plenary casino and CRAB licenses. At that time, imA and

ita respective holding and intermediary companies were determined

to have mot the qualification requirements. TTMA'a licenses vare

renewed annually until March 15, 1993, when the Commission issued

the current 23-month casino and CHAB licenses

,

On December 12, 1990, TTMLA converted from a New Jersey United

partnership to a New Jersey general partnership in anticipation of

a restructuring. A Plan of Reorganization ("Reorganization Plan*)

was confirmed by the United states Bankruptcy Court for tha

District of New Jersey ("Bankruptcy Court") on August 28, 1991,

with an effective date of October 4 ,
1991. Since then, Donald J.

Trump
(
*DJT n

) ,
who previously beneficially owned all of .TTMA, has

had a 501 beneficial interest in WE, and the holders of

previously issued 14% First Mortgage Bonds ("Old Bonds")

collectively have had the remaining 50% beneficial .interest.

TTKA has three general partners* (1) Trump Taj Mahal, Inc.

(

"

TTMI " ) J (2) Trump Taj Mahal Corporation ("TTMC"), and (3) TH/GP

Corporation ( "TM/GP") . Exhibit 1. TTMI ia the owner of 49.995% of

TTMA, TTBC is the owner of .01%, and TM/GP ia the owner of 49.995%.

TTMI ia wholly owned by DJT. TTMC is owned equally by DJT and Taj

Mahal Holding Corp. ("Holding’ 1

). TH/GP, the . managing, general

partner, is wholly owned by Holding. Holding has issued three

classes of stock; Class A, Class B and Class C. The holders of

- 2 -
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2.1*35% bonds due November 15/ 1999 ( "New Bonds 1

')/ which war® issued

as part of the. Rsorganiaation -Plan, own all of tha issued and

outstanding Shares of both Claes A and Class B stock. Class A

Stock haa all of the oguity in Holding but no voting rights; Class

B redeemable stock entitles the holders to elect four of the nine

members of the Board of Directors of Holding ("Holding Board" ).

Additionally/ each aharo of Class a stock is attached to $1,000

principal amount of the Hew Bonds; moreover, #uoh an attached share

of Class B' stock and $1,000 principal amount of New Bonds ("Unit")

cannot be separately traded. All shares of Class C stock, which

have no equity but entitle the holder to elect five of the nine

directors of tha Holding Board, are held by DJT, who, therefore,

has effective control of Holding.

fTMA has two wholly owned subsidiaries i Virginia Avenue

Redevelopment Company, Inc. ( "Redevelopment* ) ,
&hd Trump Taj harmA,

Funding, Inc. ("Funding-). Redevelopment was incorporated in tha

State of New Jersey on August 24, 1994, for tha purpose of

administering funds for tha Virginia Avenue Redevelopment Project.

Funding, which had been wholly owned by DJT, became a wholly owned

subsidiary of ttha as a result of the Reorganization Plan. Funding

issued the New Bonds,

Holding's directors are also the members of the Board of

Directors of Th/GP ("TH/GP Board") and the members of the Board of

Partner Representatives of TTHA ( "TTMA Board"). TH/GP is the

managing general partner of TT24A. Therefore, DJT retains effootive

- 3 -
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control of TTMA, unless certain events, known as transition events,

occur, which will result in DOT losing managerial control of TTMA.

TTHI, tthc

,

TK/GP, Holding and funding

1

are all entities

required to qualify in connection with TTMA' a application for

renewal of its casino license. It is the Division's position that

each currently meets the applicable qualification standards.

In a separate petition, which is currently pending, TTMX seeks

determinations concerning security holders of Holding <PRU 045503).

The Division will address these matters in a separate report to bo

filed before the license renewal hearing.

a. ladixidaiia

In connection with tho casino license renewal application of

TTKA, there ara a number of individuals who must qualify to the

standards applicable to casino key employees. S&& liul^A*. 5 * 12 “

85(o)| fiJiUi. 5 * 12—85 (d) . These natural person qualifiers are

officers and directors of TTMA, TK/GP, TTKI, TTMC, Funding and

Holding. These qualifying individuals and their positions with

each qualifying entity are set forth on the attached list, which

was prepared by Commission staff. Exhibit 2. The division has

reviewed the information contained therein and is in agreement

therewith.
‘

There are 38 individuals required to qualify in connection

with this license renewal application, compared to 41 at the time

of the last renewal application. Compare ibid witb Exhibit A to

1Funding is also a financial source.

-4-
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Division' t report dated March 1, 1 ***

,

™' B Application for

renewal of Us casino and CHAB license*, 1993 to 1995,

The following individual a are no longer with TTHA or any of

the entity qualifier*. (1) *. Alien, formerly Vico

President, Furchaaing, TOMA, (2) Thomas P. Buxko, formerly Vice

president. Casino Finance Operations, ttma,- (3) Ernest E. East,

formerly Vice President, Administration and Corporate Affaire,

TTKA, Secretary, TthC and Funding, and Director and Secretary,

Th/GP and Bolding; (4) Robert D. Hilton, formerly Senior Vico

President, Hotel Operations, TTKA; (5) Henry V. Harnbostel,

formerly Chief Financial Officer and Senior Vico President, Finance

and Administration, TTMAJ (6) Carl mahn, formerly sole beneficial

owner, Director and Chairman of the Board of five, corporations

\ owning 5% or more of the issued and outstanding stock of Holding;

(7) Joseph C. Jimenez, formerly Vice President, International

Marketing, MHA» <8) Howard J. Klein, formerly Senior Vice

President, Marketing, otma, (9) Sami Kobeisei, formerly Vice

President, Middle Eastern Marketing, STMA; (10) So Kil W6,

formerly vice President, international Marketing, TTMAf (11) Wolf

Lichten, formerly vice President, Player Development, TTKA} (12)

Danny Sau Keung Leung, formerly vice President, Player Development,

TTMA) (13) Clifford F. Quon, formerly vice President, International

' Marketing/Far East, TTMA? and (14) Jorge 0. Tice, formerly Vice

President, National Marketing, TTMA.

Additionally, the following individuals, whose positions are

identified on Exhibit 2, axe newly identified as natural person

-5 -
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Qualifiers required to qualify in connection with ITMA'b 1S95

renewal application! Georg® Augueto? Ronald D. Alcorn »
Carla C.

Block? Stephen R, Busch? Gonealo E. DeYarona; Wario W, Espin? Hagdy

w. Gayed; Vincent P. Haocio, Jr.? Nicholas J. Niglio? George P.

Rigopoulosj J. Dawnia Sachs-Lawin? Jonathan C« Swain and James L,

Wright/ III.

AS of the date of this report, the Division has not developed

any negative information that vould prevent the qualification Of

any of those individuals*

c. FinanelaJLSP-Uggea

various institutions and individuals have been identified as

financial sources of TTKA, each of which must qualify in connection

vith TTHA's license renewal application. &££. HjjLuLlA-i. 5 i 12 - 84 (b).

These financial sources are set forth on the attached list.

Exhibit 3 . Ab of the data of this report, the Division has not

developed information sufficient to cause an objection to a finding

that these entities are suitable &a financial sources vith respect

to TTMA.

»g
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III. LITIGATION

On or about March 21, 1991/ following the employment of Dennia

C. Gome* aa TTKA ' a President and Chief Operating Officer, Gnlv,

Corp. (“ONLY-)/ the parent company of Golden Nuggat Ca.ino Hotel

( "Golden Nugget" ) ,
Las Yegaa, Nevada, and former employer of Gems*,

commenced an action in Nevada etAto court, alleging that Gomos had

breached his amployment contract and that TTKA and DJT had

tortious ly interfered with that contractual relation 6 hip. On or

about. July 15, 1S92, GNLV dismissed its olaim against all pities

except DJT and Cornea. On or about July 27, 1993/ the Nevada

Supreme Court affirmed a lower court ruling that the Nevada state

court had personal Jurisdiction over DJT. On or about June 24,

1994, the remaining parties settled this matter.

b. BiiieieiLXi-

on or about October 5, 1992, the Division filed a complaint

(92-117-VO) against TTKA and two of Us vice presidents, alleging

violations as a result of the presence of Alvin I. *olnik °n «»

casino hotel premises. On September 14, 1393, the Commission

dismissed the complaint.

Beginning in June 1990, various purported class action,

commenced on behalf of hclders of matt'. Old Bonds and the publicly

f' "\

- 7 -



of 4 62 Blot machines. On October 19, 1994, the Conani68ion approved

a fetipulation of settlement and ordered civil penalties Of $48,000

against TTKA, $750 against Hornbostel and $500 against Celona.

E. y/M/Q-ftww 'ff.caatiH yrnffip Plasa Associates
and^EEKA

On October 6, 1993, the commission approved a stipulation and

settlement agreement regarding ' various violations o£ notice and

submission requirements by ttma, Trump iPlasa Associates (‘SPA") and

Trump's Castle Associates (

M TCA"). TTKA admitted failing to file

required documents on 38 separate occasions since late 1991,

failing to notify tho Comaniesion and the Division of qualifier

changes on six separate oooaBiona during 1S93, and failing to seek

Commission approval of Gomes' employment contract. Tha commission

imposed. a civil penalty of $25,000 on TTKA.

r. I^fesr-JnAiiia

On July 12, 1993, tha United States Court of Appeals for tho

Third Circuit affirmed a ruling by tha National Labor Relations

Board 'that certified the International Alliance of Theatrical Stage

Employees Local 197 and tha International Union of Operating

Snglneers Local 68A, both of which represented theatrical stage

employ®es ,
aa bargaining representatives. Both TT21A and TCA,

therefore, had to recognize and bargain with these unions*

G.

On or about February 13, 1995, Citibank, S.A. ( "Citibank")

tiled a complaint in the Supreme court of New York County, New

York, alleging that ttka encouraged a Citibank employes to gamble,

though tima knew or should have known that the employee was

-9 -
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gambling with money that had bean stolon. Citibank is seeking

approximately $2 million.
t

A Division employee originally discovered irregularities

concerning the employes' a gambling and contacted Citibank. As a

result, the employes was arrested and prosecuted.. She has pleaded

guilty to embaaaling more than $2.5 million from Citibank. The

Division will monitor this matter aa it progresses.



; 2-27-Si ill : 12AM J

SENT BY'-
6C834C87J2* eOS3S2/8S8i«lS

rv. SIGNIFICANT KVR.OTS AND OTBKR MATTERS

A, Cfl8i.no end Hotel KKO&DJSJjm

In 1993, legislation established a special $100 million fund

to encourage construction of hotel projects that will support

Atlantic City' 8 new convention center. Construction costs for now

hotel rooraa may be deducted from a casino’s financial obligation to

the Casino Reinvestment Development Authority ('CRDA") in return

for making the hotel rooms available for conventioneers .when

needed.

In July 1993, TTMA filed an Atlantic City Loan Program

application with the CRDA,. wherein it proposed to expand its

facility by adding 1,000 hotel rooms and 2,000 parking spaces at a

total development coat of $157 million. Although the CRDA made a

preliminary determination of the eligibility of the project, TTKA

submitted an amendment to the application in May 1994. According

to the revised plan, ttma would add 500 new rooms and 1,500 parking

spaces at a cost of $9$ million. The 500 hotel rooms would ha in a

freeBtanding hotel tower to be built on top of a new bus operations

center adjacent to the existing casino hotel, The parking spaces

would be added to the existing garage. Additionally, TTMA would

spand $6,5 million on beautification of tha surrounding

neighborhoods along Pennsylvania and Virginia Avonues from Pacific

Avenue to Route 30. The plans call for the completion of the hotel

tower by late May 1996. in July 1994, tha CRDA approved the

amended application and reserved an amount equal to $15,2 million

("Allocation") in casino reinvestment credit. On December 13,

- 11-
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1934, tha CRM increased the Allocation to $20.25 million for tha

revised plan. To date, TTKA has not begun construction.

B. SJtesl_Slsi

TTKA currently leases the Steel Pier, which requires a CAfra

permit from the New Jersey Department of Environmental Protection

("DSP")*^ The most recent extension of the CAPRA, permit wao

subject to the initiation of the final work on the Steel Pier by

March If 1994.

In May 1993, TTMA amended the lease agreement, which extended

tha least term for five years, commencing on January 1, 1995. TTMA

representatives continue to have discussions with officials from

DEP about the development of interim uses for the Steel Pier

structure. In past years, TTKA 'a CAPRA permit required that

construction of the interim uses of the Steel Pier be completed by

a data approximately one year from the issuance of the permit.

Based upon the lease amendment, however, dbp is attempting to

determine whether the CAFRA permit could be extended for a period

of time in excess of one year. In any svant, DEP has not indicated

that the permit would not be extended for at least a period of one

year. No permit hae boon issued at this time.

C- 6ervlC6fl_Afl3EB£a£Bt Between TTKA ftraLJUCE

Aa explained more fully in the discussion of TTKA 'a financial

condition, JLa/xa, in April 1992, djt and ttka entered into a

Services Agreement, wherein ttka agreed to pay DJT fo.r specified

^Formerly the Nov Jersey Department of Environmental

Protection and Energy.

I

|

t

\

\

- 12“
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services. Xn conjunction vith TTHA's last casino license renewal,

the Commission specifically granted approval for payment o £ thoS9

fees, and 1THA again requests in its renewal petition apeoific

approval for such payments through the upcoming license period.

Based on the Division's analysis of ttka-s forecasts, as will be

discussed in the section concerning financial stability, inlSA/ the

Division doss not object to such approval.

- 13 -
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in every year since its 'opening in 1990, TTKA'a net revenue

h&a steadily improved, rifling from $357,1 million for 1990 (April 1

through Decembar 31, 1990) to $520 . 1 million ' for 1994. Kora

significantly, MMA’s gross operating profit (“G0P“) rosa from

$71 million for 1990 to $128.8 million for 1994. Table 1 below

illustrates TTMA's GOP and GOP margin since its April 1990 opening.

Uhl* l

Truep Taj K&h&l Associate*

GOP and GOP KArgin

fnr rhfl

($ in aillionB)

im im nil l£ii

Net Ravenna $357 1 1 $440.7 $473.7 $503.1 $520.1

Costs and Sb^*n6«9 _iiUL JL%U. Jilil

OOP mms muz mkj. mm
GOP H&rgin 12Al imi mn IhU % h,1-s i

Industry OOP Rankin* 3rd nt 1st 1st N/A5

Industry OOP Kargin turning 7th 5th fith 4th N/A
J

For

forecasted

Hovraver,

1993 -s level. As shown on Table 1, net revenue for 1994 amounted

to $520.1 million, making TTHA the only Atlantic City casino hotel

%ot currently available.

1994 ,
113431 generated net revenue substantially as

net revenue for 1994 was 3.4%, or $17 million, above

- 14 -
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operator to generate annual revenue in excess of $500 million for

the second consecutive year. More significantly/ far 1994, Ttma

generated GOP above ita forecasts and substantially identical to

1993 ' a level. TTMA's GOP was expected to total for

1994. However, actual GOP results ware or flltll

and $300,000, or 0.2%, bolow 1993'n level.

T©Tiav7nue increased $17 million, or 3.4%, for 1994 compared

to 1993, resulting from an $18.3 million improvement in casino

ravenue, offset by a $1.3 million decline in other net revenue.

Tba 4.1% improvement in' o&Bino revenue resulted primarily from a

substantial improvement in poker end horserace simulcasting revenue

duQ to a full year of operations in 1994 compared to a partial year

for 1993* as well as expanded poker operations in 1994 and the

commencement of keno operations on June 15, 1994.

The improvement in net revenue for 1994 was more than offset

by a $17.3 million, or 4.61, increase in costs and expenses. Total

costa and expenses rose despite a reduction in Atlantia City real

estate taxes primarily due to an fi.5% increase in payroll and

payroll-related expenses associated with a full year of poker and

eimuloaeting operations, the addition of keno and an expansion of

slot operations. Coats and expenses also rose due to increased

marketing costs and additional expenses related to the new g&aes of

poker, simulcasting and keno.

*miA's poker and horserace simulcasting operations cornaenced

on June 25, 1993-

- 15 -
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Xs Table 1 above illustrates
,
in ©very year sine® its opening

in 1990 ,
TTHA'a net revenue has steadily improved from

$357.1 million for 1990 (April 1 - December 31, 1990
)

to

$520.1 million for 1994. Wore significantly, TTKA'a GOP rosq from

$71 million for 1990 to $128.8 million.- for .1994., Also,* sine®

ttma's first full year of operations in 1991 continuing through at

le&et 1993, ttma generated th© highest GOP of any Atlantic City

casino hotel operator.

B, 3i&tQrAQ$L£mk-ll£Q!S.

Table 2 below presents a summary of TTHA'fl cash flow results

for 1993 and 1994,

Table 2

Trump T&j Mahal Associates
Cash Flow Summary

For
($ in millions)

Sources of Cash!

Operating Cash PIovb
Issuance of Additional Nav Bonds

$ 55.2
_JL£aJi

Total Sources of Cash 82.0

Uses of Caaht

Capital Expenditures
Purchase of CRDA Obligations
Partnership Distributions
Debt Repayments

39.8
9.6
3.3

Total uses of Cash 51.1

Nat. increase in Cash 27.1

Beginning Cfc*h, January 1, 1993 __j

A

a
ending C&sft, DOOOmber 31, 1994 &.£L£
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During the two-yeer period ended December 31/ 1954/ TTMA

generated $82 million in aeuh flows, which v&e mors than sufficient

to fund the $54.9 million in cash used by ttma. As a result, over

the entire two-yaar period ended December 31, 1994, TTMA '9 Cash

balance increased $27.1 million to $61.2 million at December 31,

1994

.

As explained in the discussion of TTMA'a debt, iniXA, TTMA can

fund a portion of its interest exponee through the issuance of

additional bond debt. As a result, for 1993 and 1994, TTMA was

able to generate $26.8 million in cash flows through the issuance

of additional debt.

ttka

'

s major capital- expenditures in 1993 and 1994 included

parking garage upgrades, restaurant, hotel tower and room

renovations, carpet replacement, ongoing caBino floor

reconfigurations, additional and replacement slot machines,

completion of an entertainment complex, modification of existing

space to accommodate the new games of horserace simulcasting and

poker, construction of a keno room, relocation of the lobby lounge,

and land acquisition and professional fees related to tha potential

axpansion of TTMA 1 s hotel facility.

The partnership distributions represent amounts paid by TTMA

to Holding os reimbursement for its expenses. These amounts

primarily represent directors' fees and legal costs; however, even

though he is a director, djt does not receive any of theBe

distributions . Rather, pursuant to a Services Agreement dated

April 1991, in consideration for marketing, advertising.

-17 -



SENT BY: I 2-27-S5 : 6C934C8722-* tCi'iVZ'/VttiUJ 0

promotional and related services to TTHA, DJT rsoelvds an annual

base fens of $ 500,000 plus an annual incentiva fee equal to 1.54 of

ttma'b earnings before interest, taxes and depreciation, as

defined, less capital expenditures and partnership distributions.

The first §575,000 from these fees, however, is paid directly to

First Fidelity Bank, N.A, ("First Fidelity"), to satisfy debt which

has been guaranteed by DJT. For the two-year period ended

December 31, 1994, TTM funded base and incentive services fee

payments totaling $3.2 million. These fees are reported as part of

TTKA' s operating cash flows for this period.

Also included in the operating cash flows s.ro payments to

Trump Taj Kahal Realty Corp. ("Realty"). Currently, TTKA lenses

real property conaiating of tha Steal Pier, a warehouse e_nd other

parcels of land from Realty. The lease runs through 2023 and

provides for annual base rental payments of $2.7 million plus 3.54

of excess available cash flow ("BACF"), as defined. Realty has

assigned the lease income to First Fidelity and for the two years

ended December 31, 1994, TTMA made $5.4 million in leaaa payments.

As a result of all tha foregoing, ttxa generated &

$27.1 million increase In cash, over the two-ye&r period, reporting

a cash balance totaling $61.2 million at December 31, 1994.

C. Debt

irryA's long-term debt primarily consists of the New Bonda

issued by Funding, which are secured by a mortgage on TTKA ' a real

property. Table 3 below compares TTMA* a outstanding long-term debt

-18
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at December 31, 1994 with it* long-term debt outstanding &a o£

September 30, 1992, just before its last casino license renewal.

Table 3

Trump Taj K&hsl Associates
Schedule of Outstanding Long-Term Debt

as of Pooembor„31, m4

($ in millions)

i 3l^ sept. 30

11.35% Nsw Bonds
Unamortizod Discount

$765.1
IX3J.^X

$738.3
iliUl

611-5 546.6

Bird? Term Loan 45.0 45.3

Other . .5^,1 —yilj<aL

Total
,

SilI*Z

The $54.7 million, or 10.91, increase in outstanding long-term

debt occurred boe&use TTHA continued to fund a portion of its

interest expense through the issuance of additional New Bonds. The-

New Bonds do not require principal repayments prior to maturity in

November 1999 and bear interest at 11.351 per annua with interest

due semiannually on each May 15 and November 15. However, MWl ia

only required to fund cash intorost payments at the rate of 9.375%

per annum. The remaining 1.9751 { "Additional Amount-) can be

satisfied in cash or through the issuance of additional New Honda

or a combination thereof on Kay 15 of each year. To the extent

that TTKA generates EACH? for the immediately preceding calendar

year, the Additional Amount will be paid in cash up to 10.28%, and

the balance thereof may be paid, at TTKA'8 option, in cash or

- 13 -
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.
— „ additional New Bonds, provided that an ©qulv&lent amount of C6Sh is

’ used to purchase or redeem New Ronds.

For the year ended December 31, 1992, TTHA did not generate

any bacp i Accordingly, TT24A paid tho additional Amount due on

Hay 15, 1993 through the issuance of approximately $14.6 million in

additional New Bonds. For tho year ended December 31, 1993, TTMA

did generate EACF, and as a result, of the $14.9 million Additional

Amount due May 15, 1994, $2.6 million vaa paid in cash and the

$12,3 million balance in additional New Bonds. For 1994, TTKA did

not generate EACF, therefore, management expects to s&tisfy tha

Additional Amount duo May 15, 1995 through tho issuance of

approximately $15.1 million in additional New Bonds.

The $45 million bank term loan represents a loan from National

V'n Westminster Bank, U.S.A., which provided financing up to

*
j

million for certain items of furniture, fixtures and equipment

installed at TTMA ("NatVest Loan"). The NatWest Loan is secured by

a first priority lion on the • furniture, fixtures and equipment

acquired with the proceeds of the loan plus any fumitura, fixtures

and equipment that replaces such property. Tha Natwast Loan

currently bears interest at 9.3731 per annum and matures on

November 15, 1999. Principal and interest aro payable monthly in

the fixed emount of $373,000 to bo applied first to accrued

interest and the balance, if any, to principal. Also, on May 15 of

each year, ttka must pay 16.5% of tho £ACF of the preceding

calender year in excess of the Additional Amount, to be applied

first to accrued but unpaid interest, and than to principal.
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Additionally, on Septsmbor 1, 1994, TThA entered into an

amended $25 million working capital lino of credit agreement with

Foothill Capital Corporation ("Credit Line-). The agreement

extended tha term of the Credit Lino from November 13, 1996 until

November 13, 1999, while reducing the annual fee from 1% to 3/4%,

reducing the unused line fee from ,3/4% to 1/2%, and reducing the

interest rate from the prime lending rate plus 4% to the prime

lending rate plus 3%. During 1993 and 1994, no amounts were

outstanding under the Credit Line*

As previously stated, the terms of the New Bonds do not

require principal repayments prior to maturity. Scheduled

aggregate annual maturities of long-term debt, at accreted value,

as of December 31, 1994, are as follows*

1995
1996
1997
1998
1939

Total

$ 743,000
423.000
233.000
255.000J1LM1

i!UaQUi288

Table 4 below presents TTMA's actual and forecasted GOP and

GOP margins for the four years ending December 31, 1997.

-21 -
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Table 4

Trump Taj Mahal Associates
GOP and GOP Kargin

($ in millions)

Actual Forecasted Forecasted Forecasted

1994.

Nat Revenue $520.1

Costs and Expanses ££1^1

GOP liEiil

GOP Margin 24o.il
- - «PB te*~

TTMA 1 s net revenue is projected to increase® in 1995 and

in both 199$ . and 1997 ,
primarily due to an anticipated

improvement in casino revenue. Management expects increased Blot

revenue from the addition of slot machines in 1995 ' as veil as

additional casino revenue associated with the June 1994 opening of

the expanded poker room and the commencement of keno operations.

in summary, over the entire three-year forecast period; TTMA

anticipates an approximate^^, or ‘IV j- increase in net

revenue, primarily from a < improvement in casino

revenue. Management is projecting only a modest HU?: increase in

casino revenue over the entire three-year forecast period due to

potential competition from Philadelphia riverboata, Native American

and other land-based casinos located in the Northeastern United

States and video lottery terminals. Duo to this uncertainty,

management did not factor any recovery into the 1995 budget or the

forecasts for 1995 and 199-7.

-22 -
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Over the entire three-year forecast period, management

anticipates that the Improvement in n&t r®venue will be more than

offset by an approximate jUjjlBf or increase in. total

costa and expanses. Management' o forecasts are baaed on the belief

that ttka will need to market heavily in order to achievo its

revenue, Also contributing to the forecasted increase in goeta and

expenses ora increased payroll and payroll-related expenses baead

on union contact rata increases,' merit increases, bonuses and

increased benefit costs. Total costa and expanses ara projected to

rise approximately in 1995 and Hl!|pP in both 1996 and 1997.

As a result of the foregoing, management forecasts that TTMA'o

|in 1995. However, for 1996 and 1997,qop will ^P^lipby

management forecasts that GOP will .flip by -fjllSI and

"'% respectively. As a result, over th© entire three-year forecast

'

period management anticipatea on in ^gA's GOP.

Furthermore, management anticipates that TTKA's GOP Margin vill

These ears primarily attributable to management's belief

that 'XTMA will need £o spend and market heavily in order to achieve
* 4?

its anticipated increase in revenue.

pursuant to the terms of the Amended and Restated Certificate

of Incorporation of TK/GP, dated June 4, 1991 (*th/GP'8 Certificate

of Incorporation" ) , TTMA must substantially meet it* GOP forecasts
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or dje could lose managerial control of TT8A. fi For this reason,

TttfA has historically provided the Division and Commission with

conservative forecasts. For example, as shown on Table 1, Ttha'b

go? ataadily rone from $103.? million for 1991 to $111.5 million

for 1194 to $129.1 million for 1993. Even with this positive

historical trend, however, management's forecasts for 1994, which

were approved by the TM/GP Board tin December 14, 1993, anticipated

that TttiVs GOP would reach representing a

from 1993. Because TTha generated GOP of

1128.8 million for 1994, which ie substantially identical to 1993'

a

level, it appears that one factor contributing to management'*

conservative forecast of TTO*'* 005 *or 1895

be the provision contsined in tm/gp's certificate of incorporetien

ptoifying that DJT could lose managerial control 'of TTXA If T'JWA.'s

GOP forecasts are not substantially met.

S» Foreoasted CeebJlmai •

Table B below presents a summery of TTMA's forecasted cash

flow results for the three years ending December 31, 1997.

Sttma's aotusl BftiToa leas actual ospital expenditure* ®ust

equal or exceed 851 of the budgeted EBITDA leas budgeted capital

expenditure* for DOT to maintain managerial control.

-24-
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Table 5
Trump Taj Mahal Associates
Forscaated Cash Flow Summary

{$ in million*)

sources of Caehi

laisu&nco of Additional Kev Bonda
Operating Cash Flovo

Total Sources of Cash

Uses of Caahi

Capital Expenditure

a

Purchase of CRDA obligations
Partnership Distributions
Debt SepapentH

Total U£!Q8 of Cash

Net Decrease in Cash

Beginning Cash, January 1, 1995

Ending Cash, December 31, 1997

For the thres~year forecast period ending December 31, 1997,

TTKA projects to generate /
'

\

in operating cash flows and

from tha issuance of additional Nay Bonds. These

axe anticipated to bo used to fundsources, totaling

^

planned capital expenditures, purohaaa expected CUBA obligation*

end m&ka required partnership distribution* nnd debt repayment*.

itma else project* of it* cash balance Over the

three-yaat forecast period for these planned expenditures.

Throughout the three-ysai forecast period ending December 31,

1997, nm expects to fund all New Bond interest payments above

9,375? through the issuance of additional hew Bond*. As a result,

-25 -
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TTHA forecasts generating
T

l||flll|^
in o&sh flows through the

issuance gf additional debt, Therefore, aa o f December 31, 1997,

TTMA anticipates that the principal balance on the New Bonds will

in debt from tha amount outstanding ae of December 31, 1394. 6

For the threo-year forecast period, TTKA's forecasted major

capital expenditures include additional and replacement slot

machine™, hotel room and restaurant refurbishments, carpet

replacements, ongoing casino floor reconfigurations as veil as the

addition of bill acceptors and tha upgrading of communications and

computer aystsens.

The partnership distributions represent amounts forecasted to

be paid by ttka to Holding as reimbursement of expenses. As

previously discussed, these amounts primarily represent directors'

fees and legal costs, and DJT does not receive any of these

distributions.

Tha forecasted debt repayments represent amounts due on the

NatNest Loan and under certain capital leases. No principal

repayments on tha Hew Bonds are due during the forecast period,

because tha entire principal balance is due on November 15, 1999.

Also, as in 1993 and 1994,

®The principal amount of tha Heir Bonds forecasted to be
outstanding aa of December 31. 19 97, reflects an lnorgagfl Of

approximately or^f|||!§pp& froil the amount originally

iesuad in tha ^^^^L^^K?rotuj:ing

.

-26 -
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included in the forecasted operating cash flews fox the three

years ending December 31, 1997, are projected bass and incentive

services fee payments to DJT. The first $575,000 from these annuel

faaa are paid directly to First Fidelity tc satisfy debt of DiTT.

During the thrafi-year forecast period, those base and incentive

services fee payments ara forecasted to total

Also included in the forecasted operating cash flows are

projected lease payments to Realty, MMA makes annual base rental

payments of $2,7 million plus 3.5% of BACF. Realty has assigned

the leans income to First Fidelity, and for the threa-yaar forecast

period, lease payments are forecasted to total per

year,

An a result of all tha foregoing, TTMA aaticipataa a

'WM^SSMIMSSk in cash over tha three-year period. - The

is a forecasted cash balance of atresult

December SI, 1997.

The Division submits that TTHA's forecasts reflect its

financial flexibility. WJiA will primarily rely on its ability to

generate cash flows from operations and to fund New Bond interest

payments above 9.375% through the issuance of additional New Bonds.

For additional flexibility, TTMA will depend on its substantial

cash balance and could us® ita $25 million Credit Line, Because

ttjia has no major mandatory debt repayments coming due during the

throo-yaar forecast period, these raaouroea should be sufficient,

barring unforeseen, adversity, to provide coverage of cash

requirements through December 31, 1997.

-27



Moreover, based on the Division's analysis, TTMA's operating

forecasts appear conservative. Therefore, it is the Division's

opinion that TTMA will not only attain its GOP forecasts but wrll

surpass them. Additionally, Table 5 above shows that TTMA can

withstand a 34.2%, negative variance from

forecasted cash flows over the three-year forecast period and still

meet its cash requirements while maintaining a $20 million cash

balance. In sum, the prospective financial flexibility of TTMA

appears sound.

F. Compliance with Financial._Stability_jRegulatiQn!
8

In accordance with the requirements of 1LuLAl£* 19*43-4.1 fit

sea.. TTMA has made quarterly written statements to the Commission.

The Division's review of these submissions and of TTMA's forecasts

for the three years ending December 31, 1997, reflects that, in the

Division's view, TTMA has met the requirements of the financial

stability regulations. N .
J 19*43-4. 2(b) 1 to -4.2(b)5.

G. Opinion

The results of the Division's analysis indicate that TTMA's

operating forecasts are conservative and appear reasonable and

attainable in light of TTMA's historical results. Additionally,

TTMA appears to be in substantial compliance with the financial

requirements of N. J.A.C . 19:43-4.2.

On February 2, 1995, DJT announced that the Holding Board had

authorized BT Securities Corporation and Rothschild Inc. to

evaluate a possible recapitalization of TTMA, which could include

the contribution by DJT of his license to conduct riverboat gaming

-28 -
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in Gary, Indiana, However, it waa also announced that no assurance

could be given that any suah recapitalisation proposal would be

completed. The Division will investigate this proposal when it

materialises and report its findings to the Commission.

Based on the Division's analysis, TTKA exhibits substantial

financial flexibility, because it can withstand a significant

negative deviation from its conservative cash flow forecast® and

still meet its cash requirements. Moreover, TTMA ha» th®
<

additional cushion of its $25 million Credit Lino and its

substantial cash balance, which totaled $$1.2 million at

December 31, 1394. Therefore, the Division's view is that TTMA

exhibits the requisite financial stability and flexibility for a

two-year renewal of it® casino license. The Division does not

object to a four-yo&r renewal, however, subject to the following

reporting condition!

That, by each December 31, coffimancing

December 31, 1995, Tm\ shall file with the

Commission and Division, copies of its annual

forecast, ;
including a statejnent of incoma,

balance sheet and statement of cash flows as

well as its capital budget for the upcoming

calendar year, which can. be suixaltted in TTMA'

a

internal format*
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VI . CQMDITIOUS

Tha Commission imposed 16 conditions on TTMA when it renewed

its casino license in 1393. Resolution No. 93-74 at pp. 5-10. Tha

Division has reviewed conditions numbered 1 through 10 and notes

that TTHA has generally complied with them. Tha Division

recommends tha reimpoaition of all ten of these conditions, with,

however, condition 1 being modified ao that only TTMC and Funding

are deemed holding companies for purposes of complying with

N.J.A.C . 19 143-1.1, -2.3, -2.5, -2.7, -2.8, -2,9, -8.1 and 19(45-

1.4 and -1.7, The Division submit# that conditions 5, 6, 7 and 8,

which era directed at- tho Trump entities and DJT, should be

reimpoeed, because the matters noted therein would affect the

financial stability of TTMA qualifier DJT. Similarly, in the

Division's view, conditions 9 and 10, which are directed solely at

qualifier DJT, should bo reimposed ao that the Commission and

Division can better monitor DJT' a financial position.

In addition to these ten conditions, tha Division also

recommends the imposition of two other conditions. As noted above,

if tha Commission grants a four-year renewal licsnaa for TTMA, the

Division recommends the reporting condition concerning its annual

forecast and capital budget. Secondly, for reason# more fully

addressed in its separate report updating DJT' a financial

condition, to be filed on or about March 1, 1995, tha Division

recommends that TTMA ' o licence renewal ba subject to tha condition

that the qualifications of DJT be reviewed again by tho commission

prior to June 30# 1995.

i

—30 “
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VII. CONCLUSION

B&ssd on the information containad in this report and others

that tha Division say file, including a report that updates the

financial position of DJT, a qualifier of TTMA, the Division haa no

objection to tha Commission renewing tha casino license of ttha,

subject to the reiapoeition of a modified condition 1 And

conditions 2 through 10 of Resolution No. 9 3-7 4 and a condition

that DJT's qualifications be reviewed again by tha Commission prior

to June 30, 1935, Additionally, tha Division does not object to

TTHA being granted a renewal license term of up to four years,

subject to the condition that annual forecasts bo submitted by each

December 31.

\
/

Respectfully submitted,

FRANK CATANIA
ACTING DIRECTOR

By* jLhM£j^L
Dorothy
Deputy Attorney General

dated t February 24, 1395

020395/b
c Kombere of the Commission

Catherine A, Walker, Esq.

Nicholas F, Holes, Eeq.
Joseph A. Fusco, Esq.
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Tyuap Taj Kahal Funding, Inc.

Anplicon, ino.

Star Leasing Corporation

Foothill Capital Corporation
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BEVERAGE LICENSE/ AND FOR OTHER RELIEF, AND CONTAI

FINDINGS, CONDITIONS AND EFFECTIVE DATES

WHEREAS, Trump Taj Mahal Associates holds a casino license and

a casino hotel alcoholic (CHAB) license, both effective April 26,

1992 , for a term of one year; and

WHEREAS, Trump Taj Mahal Associates has £>etitioned (PRN

358201) for the renewal of its casino and CHAB licenses (the

application), a 3 required by Ni,J 1
SJLAJL 5 * 12-88 and 95? and

WHEREAS, the Division of Gaming Enforcement filed three

reports , all dated March 1, 1993, on the application (D-l, D-2, and

D-3, in evidence); and

WHEREAS, a prehearing conference was held on January 20, 1993;

and

whereas, the commission on March is, 1993, received all

information, conducted a hearing, considered the evidence and took

final action on the application; and

WHEREAS ,
the Commission haa found by the affirmative vote of

oil five of its members that Trump Taj Mahal Associates has

complied with all requirements of the Casino Control Act for the

renewal of its casino license and CHAB license; and
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Corporation, Tortoise Corporation, Chelonian Corporation, Ghelu

Corp. and Testudo corp., no holder of the debt securities of TTMF

is presently a qualifier or financial source because those

securities are freely traded and widely distributed and no holder

thereof is deemed to be a discretionary qualifier;

9, That with the concurrence of ths Director of the Division,

where necessary, the qualif ication requirement contained in

N.J.S.A. 5il2-8S as it applies to TMHC security holders including:

Loews Corporation; Continental Assurance Company; Donaldson, LufMn

& Jenrette Securities Corporation and Putnam High Yield Fund-0 14,

-~>
s is hereby waived. provided, however, the waiver of Loews
I

Corporation ie based on its submission of an irrevocable neutral

voting proxy and that the waiver of Loews Corporation and

continental Assurance Company is subject to a condition that the

Commission and Division be advised of any change in investment

intent or ownership interest in the Tmhc securities, in excess of

1/2 of 1% within ten days of such change.

OWNERSHIP OF THE APPROVED HOTEL BUILDING AND UNDERLYING LAND

10. That TTKA'a approved hotel is situated on 37.79 acres,

including a 9.1 acre riparian grant parcel. The remainder of the

approved hotel building and underlying land ifi owned by Trump Taj

Kahal Realty Corporation (TTKR) end is leased to TTMA. TTHR holds

a non-gaming related casino service industry license, H . J S . A
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CASINO HOTEL AX.COHOLIC BEVERAGE LICENSE

11. That the CHAB facilities of TTMA which are listed in

Appendix B, attached, are in compliance with N
i

« $ . S « a . 5 1 12-103 and

N . J. A < C

.

19 1 50-1 . 1 et sag.

;

.

AFF I KMATJMQgTIOM

12. That, as indicated in the report of the Division of

Compliance dated February 17, 1993 (C-2 in evidence), TWA has

exerted good faith effort to comply with N. J.S iAr 5:12-134 and 135

and n. J.A.C. 19:53-1.1 et eeg .

j

financial stability
j

13. That, as indicated In the reports of the Division of

Financial Evaluation (03, dated March 9, 1993, and 04/ dated

March 5, 1993, in evidence) and the Division of Gaming Enforcement

(D~l, D-2 and D~3, all dated March 1, 1993, in evidence), TTMA has

demonstrated its financial stability. Further, Donald J. Trump

has demonstrated his financial stability subject, to certain

conditions:

CONDITIONS

That, based upon consideration of the entire record of the

proceedings, all the evidence presented at the hearing concerning

these casino and CHAB license renewal applications and the findings

contained herein, the casino license and CHAB license of TTMA are

renewed subject specif Ically ' to the following conditions:

1. For purposes of complying with H . J

.

A C 19:43-1-1,
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2 . 3 , 2.5, 2.8/ 2.9/ 8.1 and 19:45-1.4 and 1.7/ TTMC, TTMF, UNIC/

tort, CHEL, GHEL and- TEST shall be deemed holding companies. For

purposes of complying with N. J.ft.C. 19:43-2,7, TTMC and TTMF,

shall be deemed holding companies.

2. Donald J. Trump and any business entity wholly or

substantially owned, directly or indirectly, by Donald J.

Trump, shall not acquire, directly or indirectly, any assets or

securities of any applicant for or holder of a New Jersey casino

license or any holding company, intorrcediary company, or entity

qualifier or any such applicant or licensee (as the terms

q
"A "security," "holding company" and "intermediary company" ore

defined in N.J.S.A, 5:12-44, -26 and -28 respectively), or

' announce, give notice, or otherwise display or reveal an intention

to acquire any such securities or assets without the prior express

written approval of the commission.

3. ttma shall maintain, at either the Licensee or holding

company level, an audit committee comprised of at least three

members, the majority of whom shall be Independent of management.

4 . TTMA, its holding companies, and ttkc, TTHF and the Trump

organization shall conform to due diligence procedures as approved

by the commission.

5. Donald J. Trump and the Trump entities submit consummated

S

agreements relating to the disposition of any asset or the
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restructuring of any debt obligation to the Commission and

Division within five (5) days of completion.

6. Donald J, Trump and tha Trump entitles immediately notify

the Commission and Division of any significant events or

transactions that impact Mr. Trvump's financial position, including,

but not limited to, tha acquisition, redemption, or changes in the

terms of long-term debt and the acquisition or sale of assets or

investments

i

7. That, Donald J. Trump and the Trump entities shall, within

fifteen (Id) days or the and of each month, provide to the

‘W"\ commission and Division an update on the status of the disposition

ft
1" of the remaining Restructuring assets and Trump entities which are

detailed on page 5 of tha report of the Division of Financial

Evaluation on the financial position of Donald J. Trump dated

March 5, 1993 (C-4, in evidence).

8. Donald J. Trump and the Trump entities shall/ within

fifteen (15) days of the end of each month, provide to the

Commission and Division an update on the status of negotiations

regarding the satisfaction of all initial debt maturities through

June 1995 as detailed on page 12 of the Division of Financial

Evaluation Report on the financial position o£ Donald J. Trump

dated March 5, 1993 (C-4, in evidence),

9. Donald J. Trump shall, within fifteen (15) days of the

;”""s
end of each month, submit a comparison of monthly and cumulative

t
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actual and forecasted cash flows as detailed on page 14 In Table

III of the Division of Financial Evaluation Report on the financial

position of Donald J. Trump dated March 5, 1993 (C-4, in evidence).

The cash flow comparison should disclose the epecific factors

contributing to any cash flow variances.

10. Donald j. Trump shall, within fifteen (15) days of the

end of each month, provide to the commission and Division a cash

flow statement which incorporates Donald J. Trump’s actual flows

to date and updates his forecasted sources and uses of cash through

June 30, 1995. This schedule should disclose the reasons for any

changes from the cash flow statement detailed on page 14 in Table
( )

'**s.
>

•’
*

III of the Division of Financial Evaluation report on the financial

position Of Donald J. Trump dated March 5, 1993 {C-4, in evidence).

11. TTMA comply fully with th© affirmative action requirements

relating to construction and defined in N . J . A . C

.

19:53-1,2, and

submit in a timely manner all Project Manning Reports, written

documentation of its efforts to increase minority and female

participation in the journeyworker and apprentice levels where

deficiencies occur, and other data and information related to

affirmative action requirements in its construction workforce in

the form and manner proscribed by the Commission's Division of

Compliance,

12. ttma submit on a continuing basis and in a timely manner,

/“"N

v
. accurate information relating to its compliance with affirmative
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directly on the open market and that ttma document such efforts

m evidence o £ its good faith for all collective bargaining

agreements affecting all job categories in which there are

deficiencies of minorities and females, where such agreements allow

for the direct hiring on the open market and where the union

is unable, upon request, to refer minorities* or females.

EFFECTIVE DATE

The renewed TTMA casino license and CHAB license issued March

15, 1993, shall become effective on April 26, 1993, and shall

expire on March 31, 1995, in accordance with N.J.5^ 5s 12-88 and “

95 .

Submitted byi

(2 ft « IaJO/IWA
Catherine A. Walker
Assistant General Counsel

O

certification

I hereby certify that this Resolution correctly

reflects the decision of the New Jersey Casino Control Commission.

Vote^cn casino
C
and

5
CHAB License Renewal taken on pages 40-U

Vote cn Payments under the Services Agreement taken on page 41

t


